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 

$FFRUGLQJWR(%5'EDQRYHUZKHOPLQJPDMRULW\SHUFHQWRIORDQVWR60(VLQ6ORYDNLDKDG
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 

0RUHRYHUDUHFHQWVWXG\VKRZVWKDWFRUSRUDWHIDLOLQJVDUHFRUUHODWHG'DVHWDO1HZGDWDDUH
XVHGWRPHDVXUHWKHFRVWVRIGLIIHUHQWEDQNUXSWF\SURFHGXUHVUHODWLYHWRHDFKRWKHU%ULV:HOFKDQG=KX
IRUWKH86DQG)UDQNVDQG/RUDQWKIRU+XQJDU\

DUHGURSSHGIURPWKHVDPSOHDIWHUWKHSHULRGLQZKLFKLQVROYHQF\RFFXUUHG,QRUGHUWR
SUHVHUYHDFRQVLVWHQF\EHWZHHQWKHWLPHSHULRGVFOLHQWVZKRUHSDLGWKHLUORDQVEHIRUH
WKHHQGRISHULRGDQDO\]HGZHUHQRW LQFOXGHG LQ WKH VDPSOH
	
:H LQFOXGHRQO\60(V
ZLWKGRXEOHHQWU\ERRNNHHSLQJLQRUGHUWRHQVXUHDPRUHUHOLDEOHDQGFRPSDUDEOHGDWD
EDVH

)LJXUH'HYHORSPHQWRI/RDQVDQG'HIDXOWVE\5HSRUWLQJ3HULRGV
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defaults non-defaults


)ROORZLQJWKHJHQHUDOSUDFWLFHRIWKHILQDQFLDOLQVWLWXWLRQVZHGHILQHGHIDXOWVLI
D ORDQ LV ZULWWHQ RII RU DIWHU WKH GHOD\ LQ UHSD\PHQW H[FHHGV  GD\V RU D FOLHQW LV
FODVVLILHG E\ WKH EDQN DV VXEVWDQGDUG GRXEWIXO RU ORVVPDNLQJ GXULQJ WKH REVHUYHG
SHULRG:LWK D IHZ H[FHSWLRQV WKH EDQN WHUPLQDWHG WKH UHODWLRQVKLSV ZLWK GHIDXOWLQJ
FRPSDQLHV DIWHU HLWKHU HYHQWXDO UHSD\PHQW RI WKH REOLJDWLRQV RU WKHFRPSDQ\EHFDPH
EDQNUXSW:HGRQRWKDYHDQ\GDWDIRUUHFRYHULHVRIGHIDXOWLQJFRPSDQLHVZKLFKDUH
VXSHUYLVHGE\D VSHFLDOL]HGXQLWRI WKHEDQN)LJXUHVKRZV WKDW WKHGHYHORSPHQWRI
FUHGLWV DQG GHIDXOWV GXULQJ WKH SHULRG DQDO\]HG :H FDQ VHH RQO\ D VOLJKWO\ KLJKHU
 
ff
 7KH GHEWRUV DUH XQOLNHO\ WR GHIDXOW LI FUHGLWV DUH DOUHDG\ QHDUO\ UHSDLG 7KH LQFOXVLRQ RI WKRVH ILUPV
FRXOGELDVWKHUHVXOWVLQHDUOLHU\HDUVRIWKHFUHGLWSHULRG

GHIDXOWUDWHEHWZHHQ-DQXDU\DQG-XQHZKLFKFRUUHVSRQGHGWRWKHEXVLQHVV
F\FOHLQ6ORYDNLD6LPLODUO\ZHFDQVHHDPRGHUDWHH[SDQVLRQRIFUHGLWVWRWKH60(VLQ
DQG7KLVGHYHORSPHQWSDWWHUQDSSUR[LPDWHO\IROORZVWKHFUHGLWGHYHORSPHQW
LQ 6ORYDNLD $FFRUGLQJ WR WKH 1DWLRQDO %DQN RI 6ORYDNLD VHH 1%6  EHWZHHQ
DQGWKHYROXPHRIFUHGLWVWR60(VJUHZE\SHUFHQWRQDYHUDJH0RUH
UHFHQWO\KRZHYHUWKLVVHJPHQWH[SDQGHGE\SHUFHQWDQGSHUFHQWLQDQG
UHVSHFWLYHO\
fi

7his information set on defaults is merged with financial data from the firms’ 
DQQXDOEDODQFHVKHHWVSXEOLVKHGLQ'HFHPEHURIWKHUHVSHFWLYH\HDUEHIRUHWKHUHSRUWHG
SHULRG HJ 'HFHPEHU  LV XVHG IRU WKH H[SODQDWLRQ RI GHIDXOWV EHWZHHQ -DQXDU\
DQG-XQH$OOLWHPVDUHUHSRUWHGDVVKDUHVLQWRWDODVVHWVRUOLDELOLWLHV7RWDO
VDOHV LQGLFDWH WKH VL]H RI WKH 60(V DQG WKH\ DUH DOVR XVHG IRU WKH GHILQLWLRQ RI WKH
60(VDVEHLQJEHWZHHQ6..PLOOLRQDSSUR[LPDWHO\(85PLOOLRQDQG6..
PLOOLRQDSSUR[LPDWHO\(85PLOOLRQ7KHVDPHQRPLQDOLQWHUYDOZDVDSSOLHGGXULQJ
WKHZKROHDYDLODEOHSHULRGZKLOH WKHDYHUDJH LQIODWLRQZDVDERXWSHUFHQWDQQXDOO\
+RZHYHUWKHPDMRULW\RIWKHUHSRUWHGHQWLWLHVKDVWRWDOVDOHVLQWKHORZHUUDQJHRIWKH
VSHFWUXP7KHGHVFULSWLYHVWDWLVWLFVIRUWKHVDOHVLQ7DEOHVKRZWKDWWKHUHLVRQO\ZHDN
VWDWLVWLFDOHYLGHQFHWKDWWKHVL]HRIWKHGHIDXOWLQJ60(VLVODUJHUWKDQWKDWRIWKHZKROH
GDWDVDPSOH
fl
,QSDUWLFXODUWKH)WHVWIRUWKHHTXDOLW\RIPHDQVRIVDOHVRIGHIDXOWLQJDQG
QRQGHIDXOWLQJ FRPSDQLHV FDQ EH UHMHFWHG RQO\ DW  VLJQLILFDQFH OHYHO ZKLOH
YDULDQFHVLQWKHVXEVDPSOHVDUHQRWVLJQLILFDQWO\GLIIHUHQW
)RU WKHZKROHSHULRGZHKDYHREVHUYDWLRQVDYDLODEOH IRU60(V2I
WKLVQXPEHU60(VSHUFHQWRIREVHUYDWLRQVGHIDXOWHGRQWKHLUORDQGXULQJWKH
REVHUYDWLRQSHULRG$PRQJDOO6ORYDNEDQNVWKHDYHUDJHVKDUHRIQRQSHUIRUPLQJORDQV
LQ WRWDO DVVHWV GHFUHDVHG IURP SHU FHQW LQ  WR  SHU FHQW LQ  (%5'
D 7KXV WKH TXDlity of the bank’s portfolio is above average. Since we expect 
ORDQVWR60(VWREHDPRQJWKHUHODWLYHO\PRUHULVN\VHJPHQWVRIWKHFUHGLWPDUNHWWKH
TXDOLW\PXVWEHVLJQLILFDQWO\DERYHDYHUDJH+RZHYHUORDQVWR60(VVRIDUDUHRQO\D
 
ffi
)RUFRPSDULVRQWKHFUHGLWVWRSULYDWHKRXVHKROGVJUHZE\SHUFHQWRQDYHUDJHEHWZHHQDQG
,QDQGJURZWKUDWHVUHDFKHGSHUFHQWDQGSHUFHQWUHVSHFWLYHO\

  .ODSSHU HW DO  VKRZ WKDW E\ XVLQJ EDODQFH VKHHW GDWD IRU WKH \HDUV EHWZHHQ  DQG 
VPDOOHU60(VLQ3RODQGWHQGWREHPRUHOLTXLG

YHU\ VPDOO IUDFWLRQ of the bank’s total loan portfolio. Even in an international 
FRPSDULVRQ WKH GHIDXOW UDWHV ZH REVHUYH LQ RXU DQDO\VLV DUH VXUSULVLQJO\ ORZ )RU
H[DPSOH$OWPDQDQG6XJJLWUHSRUWDYHUDJHGHIDXOWSUREDELOLWLHVIRUDILYH\HDU
SHULRGPHDVXUHGE\DVLPLODULQGLFDWRUEDVHGRQWKHQXPEHURILVVXHUVRISHUFHQW
IRUORDQVWRFRPSDQLHVZLWKDQRULJLQDO6	3UDWLQJ%DQGSHUFHQWIRUFRPSDQLHV
ZLWKUDWLQJ&DD
 

,Q HDFK \HDU ZH KDYH DERXW  REVHUYDWLRQV +RZHYHU WKHUH DUH RQO\ IHZ
60(VZLWK D ORQJHU KLVWRU\ DW WKH EDQN0RUHRYHUZH GR QRW KDYH DQ\ LQIRUPDWLRQ
DERXWWKHPEHIRUHDQGDIWHU WKHFUHGLWZLQGRZ7KLV LVDOVR WUXH LI WKH60(VKDGKDG
HDUOLHUFUHGLWVSURYLGHGE\WKHEDQNDQDO\]HG$VDUHVXOWWKHDYHUDJHUHSRUWHGGXUDWLRQ
RI WKHOHQGLQJUHODWLRQVKLSEHWZHHQWKH60(DQGWKHEDQNLQ WKH ODVWDYDLODEOHSHULRG
-DQXDU\-XQH LV\HDUV7KLV LV ODUJHO\FRPSDUDEOH WRDQDYHUDJH ORDQ
OHQJWKRIPRQWKVDVUHSRUWHGE\(%5'E,QWRWDORIUHSRUWHG60(V
KDGFRQWLQXHGWRGREXVLQHVVZLWKWKHEDQNGXULQJWKHZKROHSHULRG7KHUHDUHDOVRIHZ
60(VZLWKFUHGLWUHODWLRQVKLSVLQRQO\DIHZVHOHFWHG\HDUVRIWKHZKROHSHULRG
/LPLWHG OLDELOLW\ FRPSDQLHV GHQRWHG E\ 652 UHSUHVHQW RYHU KDOI RI WKH
VDPSOH7KHLUGHIDXOWSUREDELOLWLHVRIDSSUR[LPDWHO\SHUFHQWDUHVOLJKWO\EHORZWKH
DYHUDJH7KHMRLQWVWRFNFRPSDQLHVGHQRWHGE\$6DQGFRRSHUDWLYHVUHSUHVHQWSHU
FHQWDQGSHUFHQWRIWKHVDPSOHZLWKGHIDXOWSUREDELOLWLHVRIDSSUR[LPDWHO\SHUFHQW
LQ ERWK FDWHJRULHV 2XU GDWD VDPSOH DOVR LQYROYHV  ORDQV WR SULYDWH EXVLQHVVHV RI
QDWXUDOSHUVRQVZLWKRQO\RQHVLQJOHGHIDXOWSHUFHQW)LQDOO\ZHKDYHWKUHHORDQ
FDVHVRIVPDOOVWDWHHQWHUSULVHVZLWKQRGHIDXOWV




 
!
$EURDGFRPSDULVRQZLWKWKHILUPVDQDO\]HGLQWKLVFRQWULEXWLRQPD\EHJLYHQE\WKH6	3UDWLQJRIWKH
ORQJUXQEDQNDFWLYLWLHVZKLFK LV%%7KH60(VZLWKQRUDQNLQJDYDLODEOH LQVWHDGFRXOG UHSUHVHQWD
UDWKHUPRUHULVN\DFWLYLW\RI WKHEDQNZKLFKLVWKHQFRPSDUDEOHZLWKWKHODWWHUILUPJURXSDQDO\]HGE\
$OWPDQDQG6XJJLW

7DEOH'HVFULSWLYH6WDWLVWLFVRI6HOHFWHG9DULDEOHV

7RWDOVDOHV
6..PLOOLRQ
%DQN
ORDQV
"

&DVKDQGEDQN
DFFRXQWV
#

(DUQLQJVEHIRUH
WD[DWLRQ
#

$1RQGHIDXOWFRPSDQLHV    
0HDQ    
0HGLDQ    
0D[    
0LQ    
6WG'HY    
%'HIDXOWFRPSDQLHV    
0HDQ    
0HGLDQ    
0D[    
0LQ    
6WG'HY    
&)7HVWRIHTXDOPHDQDQG
YDULDQFHEHWZHHQWKHVXEVDPSOHV    
0HDQ 

 

 
$
 
$%

SYDOXH    
9DULDQFH  

 
$$
 
$%

SYDOXH    
1RWHV$–VKDUHVRIWRWDODVVHWV%–VKDUHVRIFXUUHQWVKRUWWHUPOLDELOLWLHVGHQRWHVLJQLILFDQFH
DWWKHDQGSHUFHQWOHYHOUHVSHFWLYHO\

 0RUWDOLW\5DWHV
7KH VHPLQDO SDSHU RQ PHDVXULQJ GHIDXOW ULVN LV $OWPDQ  ,QVWHDG RI GHULYLQJ
GHIDXOWUDWHVKHDVVHVVHVWKHH[SHFWHGPRUWDOLW\RIERQGVLQDZD\WKDWDFWXDULHVPHDVXUH
WKHPRUWDOLW\RIKXPDQEHLQJV+HUHODWHVKLVUHVXOWVWRWKHSULFLQJRIERQGVDQGILQGV
WKDWDIWHUWDNLQJLQWRDFFRXQWWKHPRUWDOLW\ULVNUHWXUQVSUHDGVDUHSRVLWLYH7KHKLJKHU
WKH ULVNRI DERQG WKHKLJKHU WKLV VSUHDG LV$OWPDQSURSRVHVDPRUWDOLW\ UDWH
DSSURDFK WRPHDVXULQJ WKH ULVNRIERQGVDFFRUGLQJ WR WKHLUPDWXULW\DQG$OWPDQDQG
6XJJLWDSSO\WKLVFRQFHSWDOVRWREDQNORDQV7KH\GHILQHPDUJLQDOPRUWDOLW\UDWH
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ZKHUHWKHQRPLQDWRU'UHSUHVHQWVWKHWRWDOYDOXHRIGHIDXOWORDQVDQGWKHGHQRPLQDWRU
&UHSUHVHQWVWKHVXPRIDOOORDQVLQFOXGLQJWKRVHRIGHIDXOWFRPSDQLHVLQSHULRGW 
…, 7\HDUVDIWHUVWDUWRIWKHORDQ7KLVFRQFHSWFRQVLGHUVYDULRXVZD\VRIWHUPLQDWLQJD
ORDQ LQ WKH SUHYLRXV \HDUV LQ RXU FDVH HLWKHU IXOO UHSD\PHQW RU GHIDXOWV 7KXV WKH
PDUJLQDO PRUWDOLW\ UDWH LV D PRUH DSSURSULDWH LQGLFDWRU IRU WKH ULVN DVVHVVPHQW WKDQ
VLPSOHDYHUDJHGHIDXOWUDWHV
)LJXUH  SUHVHQWV WKH UHVXOWLQJPDUJLQDOPRUWDOLW\ UDWHV IRU WKH 6ORYDN 60(V
0DUJLQDOPRUWDOLW\ UDWHV VKRZ WKDW WKH ORDQVDUH UHODWLYHO\ VDIHU LQ WKH ILUVW \HDUDIWHU
LVVXH2QO\SHUFHQWRIORDQVDUHQRWUHSDLGLQWKHILUVW\HDUDIWHUWKHDSSURYDODQG
WKHULVNLQFUHDVHVVOLJKWO\WRSHUFHQWLQWKHVHFRQG\HDUDIWHUWKHORDQZDVJUDQWHG
+RZHYHUWKHULVNRIOHQGLQJLQFUHDVHVLIWKHORDQLVQRWUHSDLGZLWKLQWZR\HDUVDIWHUWKH
LVVXH7KHPDUJLQDOPRUWDOLW\UDWHUHDFKHVLWVSHDNLQWKHWKLUG\HDUDIWHUWKHLVVXHZLWK
QHDUO\  SHU FHQW 7KLV LV UHYHDOHG E\ FRPSDUDEO\ KLJK FXPXODWLYH PRUWDOLW\ UDWHV
&05ZKLFKDUHGHILQHGDV
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11  
7KHFXPXODWLYHPRUWDOLW\UDWHIRUWKHORDQVDIWHUWZR\HDUVRIVXUYLYDOLVSHU
FHQWFXPXODWLYHPRUWDOLW\UDWHRYHUWKHZKROHSHULRGRIILYH\HDUVLVWKXVSHUFHQW
+RZHYHUZHKDYH WR LQWHUSUHW WKHVH UHVXOWVFDUHIXOO\2QWKHRQHKDQGDW OHDVW VRPH
RSHQ ORDQ RSHUDWLRQV ZLOO QRW EH UHSDLG DIWHU ILYH \HDUV HLWKHU DQG WKLV ZLOO IXUWKHU
LQFUHDVH WKH FXPXODWLYHPRUWDOLW\ UDWH2Q WKH RWKHU KDQG RXU UHVXOWV IRU ORDQVZLWK
ORQJHUPDWXULW\DUHEDVHGRQO\RQIHZREVHUYDWLRQV
:HFDQFRPSDUHWKHEHKDYLRURIPDUJLQDOPRUWDOLW\UDWHVZLWKWKHSDWWHUQZKLFK
$OWPDQDQG6XJJLWUHSRUWIRUODUJHV\QGLFDWHGEDQNORDQV7KH\ILQGUHODWLYHO\
KLJK GHIDXOW SUREDELOLWLHV LQ WKH ILUVW WZR \HDUV DIWHU WKH LVVXH ,Q FRQWUDVW WR WKHLU
DQDO\VLVWKHORDQVLQRXUVDPSOHDUHVKRUWWHUPORDQV7KHUHIRUHZHZRXOGH[SHFWWKDW
WKHGHIDXOWUDWHVLQRXUVDPSOHWREHORZHU,QGHHGWKHGHIDXOWUDWHVLQRXUVDPSOHDUH
VOLJKWO\ ORZHU WKDQ RI WKRVH $OWPDQ XQG 6XJJLW  UHSRUW IRU ILUPV ZLWK WKH
VSHFXODWLYHUDWLQJV&DD7KHVHUHVXOWVPD\LQGLFDWHWKDWVRPHEDGORDQVDUHUHILQDQFHG

IRUVRPHWLPH7KHUHIRUHZHGRQRWUHVWULFWRXUDQDO\VLVWRPDWXUHGORDQVRQO\EHFDXVH
WKLVFRXOGELDVWKHUHVXOWVGRZQZDUGVVHH$VFK8QIRUWXQDWHO\ZHGRQRWKDYH
DQ\LQIRUPDWLRQRQUHILQDQFLQJVFKHGXOHVRIORDQVDQDO\]HG

)LJXUH0DUJLQDO0RUWDOLW\5DWHV
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 )DFWRUV,QIOXHQFLQJWKH3UREDELOLW\RI'HIDXOW
(VWLPDWLRQ
,QFHQWUDOO\SODQQHGHFRQRPLHVHQWUHSUHQHXUVKLSZDVQRWVXSSRUWHGHLWKHUZLWKUHVSHFW
WRDOORZLQJWKHSULYDWHSURSHUW\RULQWKHPDQDJHPHQWRIVWDWHHQWHUSULVHV)XUWKHUPRUH
WKH FHQWUDO SODQQLQJ V\VWHP WKDW ZDV DSSOLHG LQ 6ORYDNLD ZKLFK ZDV D SDUW RI
&]HFKRVORYDNLDEHIRUHZDVHYHQPRUHUHJXODWHGWKDQLQVHYHUDORWKHUFRXQWULHVRI
WKH UHJLRQ 3RODQGRU+XQJDU\7KHUHIRUHPDQDJHPHQW VNLOOV LQ WKLV DUHDZHUH YHU\
UHVWULFWHG DW WKH EHJLQQLQJ RI HFRQRPLF WUDQVLWLRQ LQ V 7KHUH ZDV RQO\ D VPDOO
JURXSRIHPSOR\HHVZLWKH[SHULHQFHLQWKHPDQDJHPHQWRIUDWKHUODUJHVWDWHHQWHUSULVHV
ZKHQHFRQRPLFOLIHZDVIXOO\FRQWUROOHGE\WKHJRYHUQPHQW0RVWSHRSOHGLGQRWKDYH
DQ\ H[SHULHQFH RI SULYDWH EXVLQHVV )XUWKHUPRUH WKHLU FDSLWDO VWRFN IRU VWDUWLQJ QHZ
RSHUDWLRQVZDVQRWVXIILFLHQWHLWKHU)RU60(V(%5'DVKRZWKDWORZDFFHVVWR
FUHGLWLVRQHWKHPRVWLPSRUWDQWEXVLQHVVFRQVWUDLQWVRQVPDOOSULYDWHILUPV7KLVLVQRW

VXUSULVLQJ DV 60(V KDYH D IXQGDPHQWDOO\ GLIIHUHQW KLVWRU\ WKDQ WKDW RI VWDWHRZQHG
ILUPV DQG WKHUHIRUH GR QRW SRVVHVV WKH QHWZRUNVDQG WKH SROLWLFDO VXSSRUW WKDW DOORZV
easy access to loans. Lízal and Švejnar (2001) find evidence of a soft budget constraint, 
PDLQO\IRUWKHIRUPHUVWDWHHQWHUSULVHVLQWKH&]HFK5HSXEOLFDQG6ORYDNLDLQWKHHDUO\
UHIRUP\HDUV
:HHVWLPDWHVHYHUDOVSHFLILFDWLRQVRISURELWPRGHOVIRUORDQGHIDXOWVRI60(VLQ
6ORYDNLD EHWZHHQ -DQXDU\  DQG -XQH  WKDW LV IRU ILYH SDUWLDOO\ RYHUODSSLQJ
SHULRGV 2XU GHSHQGHQW YDULDEOH LV WKH FRQGLWLRQDO SUREDELOLW\ DW WLPH W JLYHQ WKH
DYDLODEOHLQIRUPDWLRQVHWRQWKHILUPLWLPHW–ΩWKDWWKHILUPGHIDXOWVRQLWVORDQ
 ( ) NON ONOONO &T3 εγββ +++=Ω=
−−− 11211|1 =  
ZKHUH& GHQRWHV EDQN ORDQV DV D VKDUH RI WRWDO DVVHWV DQG= LV D YHFWRU RI FRQWURO
YDULDEOHV GHVFULELQJ WKH SHUIRUPDQFHRI WKH60(VZLWK WKH FRUUHVSRQGLQJ FRHIILFLHQW
YHFWRU  :H GR QRW LQFOXGH DQ\ H[SODQDWRU\ YDULDEOHV WKDW FKDUDFWHUL]H WKH EDQN
VWUXFWXUH EHFDXVH DOO ORDQV DUH UHSRUWHG E\ D VLQJOH EDQN+RZHYHUZH LQFOXGH WLPH
HIIHFWV LQ VHOHFWHG VSHFLILFDWLRQVZKLFKPD\DOVR UHIOHFW WKHEXVLQHVV F\FOH DQGEDQN
VSHFLILFGHYHORSPHQWV
2XUGDWDVDPSOHGRHVQRWLQFOXGHFRPSDQLHVZLWKRXWEDQNORDQV
P
1HYHUWKHOHVV
WKHGHVFULSWLYHVWDWLVWLFVLQ7DEOHVKRZWKDWWKHVKDUHRIFUHGLWVLVUHODWLYHO\VPDOORQ
DYHUDJHSHUFHQWRIWRWDOOLDELOLWLHV,QWXUQZHKDYH60(VIURPWKRVHZLWKQHDUO\
]HURORDQVXSWRWKRVHZLWKSHUFHQWRIWRWDOOLDELOLWLHV7KXVWKLVLQGLFDWHVWKDWWKH
VHOHFWLRQ ELDV VKRXOG QRW SOD\ DQ RYHUZKHOPLQJO\ LPSRUWDQW UROH LQ RXU GDWD VHW
)XUWKHUPRUH WKH GXPPLHV IRU \HDUV LQGXVWULHV DQG OHJDO IRUPV DUH OLNHO\ WR UHGXFH
VHOHFWLRQELDVDVZHOOVHH'MDQNRYDQG0XUUHOO
(TXDWLRQ  LQFOXGHV IDFWRUV PHQWLRQHG LQ WKH ULFK OLWHUDWXUH RQ HQWHUSULVH
UHVWUXFWXULQJ LQ WUDQVLWLRQ HFRQRPLHV VHH 'MDQNRY DQG 0XUUHOO  GHIDXOW
SUREDELOLW\ HVWLPDWLRQV VHH&KDQ/DX  DQG FUHGLW VFRULQJPRGHOV VHH0HVWHU
%ULVHWDOHVWLPDWHDVLPLODUORJLWPRGHORIGHIDXOWUHFRYHULHVLQWKH86
)XUWKHUPRUHWKHFRQWUROYDULDEOHVIROORZWKHWUDGLWLRQDOOLWHUDWXUHRQILQDQFLDOUDWLRVDQG
EDQNUXSWFLHV UHYLHZHG E\ $OWPDQ  DQG %HDYHU  +RZHYHU RXU PRGHO
 
Q
$FFRUGLQJWR(%5'EDSSUR[LPDWHO\SHUFHQWRI6ORYDN60(VKDGQRORDQVLQ

FRQFHQWUDWHVRQIHZHUYDULDEOHVWKDQFUHGLWVFRULQJPRGHOVVHH0HVWHU%HUJHUHW
DOEHFDXVHZHLQFOXGHRQO\UREXVWYDULDEOHVWKDWFDQEHDOVRHDVLO\LQWHUSUHWHG
R

7DEOH  VKRZV WKDW WKH PHDQ DQG YDULDQFH RI WKH VHOHFWHG ILQDQFLDO UDWLRV
EHWZHHQWKHVXEVDPSOHVDUHVLJQLILFDQWO\GLIIHUHQWEHWZHHQWKHVXEVDPSOHVRIGHIDXOW
DQG QRQGHIDXOW 60(V %\ FRQWUDVW WKHUH LV RQO\ ZHDN HYLGHQFH WKDW WKH PHDQ RU
YDULDQFHRIEDQNORDQVDUHGLIIHUHQWEHWZHHQWKHWZRVXEVDPSOHV

(IIHFWRI)LQDQFLDO5DWLRV
$FFRUGLQJWRK\SRWKHVLVILUPVDUHPRUHOLNHO\WRGHIDXOWWKHOHVVOLTXLGDQGWKHOHVV
SURILWDEOH WKH\ DUH %DVHG RQ WKH H[LVWLQJ OLWHUDWXUH RQ EDQNUXSWF\ ZH VHOHFWHG WZR
FRQWURO YDULDEOHVZKLFK DUH FUXFLDOO\ LPSRUWDQW IRU WKH ILQDQFLDOZHDOWK RI WKH ILUPV
)LUVW WKH 60(V WKDW KDYH RI UHODWLYHO\ KLJKHU FDVK DPRXQWV DQG ILQDQFH DYDLODEOH LQ
WKHLU EDQN DFFRXQWV UHODWLYH WR WRWDO DVVHWV DUH VLJQLILFDQWO\ OHVV OLNHO\ WR GHIDXOW RQ
WKHLUORDQVLQWKHQH[WPRQWKVWKDQWKHUHVWRIWKHVDPSOH7KLVYDULDEOHUHIOHFWVWKH
OLTXLGLW\ DQG VROYHQF\ FKDQQHOV 6HFRQG FRPSDQLHV WKDW KDYH KLJK HDUQLQJV EHIRUH
WD[DWLRQ DV D VKDUH RI WRWDO DVVHWV DUH DOVR OHVV OLNHO\ WR GHIDXOW RQ WKHLU ORDQ LQ WKH
IROORZLQJ UHSRUWLQJSHULRG WKDQ WKHDYHUDJHRI WKH VDPSOH7KLV FKDQQHO LQGLFDWHV WKH
SURILWDELOLW\RIWKH60(VVWUHVVHGLQWKHHDUOLHUOLWHUDWXUH
)URP WKH SRLQW RI YLHZ RI WKH GLVFXVVLRQ RQ ILQDQFLDO UDWLRV EDQN ORDQV DV D
VKDUH RI FXUUHQW VKRUWWHUP OLDELOLWLHV UHSUHVHQW WKH GHEW IDFWRUV RI ILQDQFLDO GLVWUHVV
%RWK WKH WKHRUHWLFDO OLWHUDWXUH RQDJHQF\SUREOHPV DQG WKH HPSLULFDO OLWHUDWXUH RQ WKH
GHWHUPLQDQWVRIFRUSRUDWHEDQNUXSWF\DVIRUPXODWHGLQK\SRWKHVHVDQGUHVSHFWLYHO\
VXJJHVWWKDWPRUHKLJKO\LQGHEWHGILUPVDUHPRUHOLNHO\WRGHIDXOW
,IEDQNVKDYHHIILFLHQWFUHGLWHYDOXDWLRQWRROVIRUH[FOXGLQJWKHWRRULVN\ILUPVLQ
DGYDQFH DQG VXIILFLHQW FRQWURO RU PRQLWRULQJ PHFKDQLVPV RYHU WKH DFWLYLWLHV RI WKH
60(VGXULQJWKHGXUDWLRQRIWKHORDQVZHZRXOGH[SHFWWKHLQIOXHQFHRIEDQNORDQVRQ
GHIDXOWVWREHODUJHO\LQVLJQLILFDQW%\FRQWUDVWZHILQGDGYHUVHDQGVLJQLILFDQWHIIHFWV
RI EDQN ORDQV VHH VSHFLILFDWLRQ 3 LQ 7DEOH  LQGLFDWLQJ WKDW WKH FUHGLWRU FDQQRW
HQIRUFH KLV FRQWUROOLQJ UROH DOWKRXJK WKH PDUJLQDO FKDQJH LQ WKH SUREDELOLW\ IRU DQ
LQILQLWHVLPDO LQFUHDVH RI EDQN ORDQV HVWLPDWHG E\ GSURELW LQ VSHFLILFDWLRQ 3 LV
 
S
(VWLPDWLRQUHVXOWVIRUDEURDGHUVHWRIH[SODQDWRU\YDULDEOHVDUHDYDLODEOHXSRQUHTXHVWIURPWKHDXWKRUV

UHODWLYHO\ VPDOO FRPSDUHG WR WKH HIIHFWV RI RXU FRQWURO YDULDEOHV 1HYHUWKHOHVV WKLV
HIIHFWLVUREXVWWRWKHLQFOXVLRQRIWLPHDQGLQGXVWU\GXPPLHVDVZHOODVWKHGXPPLHV
LQGLFDWLQJWKHOHJDOIRUPRIWKH60(VVHHVSHFLILFDWLRQV3DQG3
+RZHYHU WKH SRVLWLYH FRHIILFLHQW PD\ ODUJHO\ UHIOHFW WKH KLJKHU GHIDXOW
SUREDELOLWLHV RI KLJKO\ LQGHEWHG 60(V GHEW FKDQQHO ZKLOH WKH EDQNV VWLOO RZQ
UHODWLYHO\ HIILFLHQW WRROV IRU DVVHVVLQJ WKH D SULRUL ULVN 7KHUHIRUH ZH VSOLW WKH
HVWLPDWLRQVLQWRWZRSDUWVEDVHGRQWKHVKDUHRIORDQVWRFXUUHQWVKRUWWHUPOLDELOLWLHV
,Q WKH ILUVW VXEVDPSOH VHH FROXPQV 3 DQG 3 ZH LQFOXGH RQO\ 60(VZLWK ORDQV
EHORZWKHPHGLDQOHYHORIORDQVWKDWLVDSSUR[LPDWHO\SHUFHQWRIFXUUHQWVKRUWWHUP
OLDELOLWLHV ,Q IDFW ZH VHH WKDW EDQN ORDQV DUH LQVLJQLILFDQW LQ WKLV VXEVDPSOH %\
FRQWUDVW ZH ILQG D KLJKO\ SRVLWLYH DQG VLJQLILFDQW FRHIILFLHQW IRU VHYHUHO\ LQGHEWHG
60(VDERYHSHUFHQWRIFXUUHQWVKRUWWHUPOLDELOLWLHVLQVSHFLILFDWLRQV3DQG3
:HDOVRLQFOXGHUDQGRPHIIHFWVIRUWKHLQGLYLGXDO60(VLQVSHFLILFDWLRQV3DQG
3DOWKRXJKZHKDYHWRNHHSLQPLQGWKDWZHKDYHRQO\DQXQEDODQFHGSDQHOZLWKD
UHODWLYHO\ VKRUW WLPH GLPHQVLRQ 1HYHUWKHOHVV ILUPVSHFLILF HIIHFWV FRYHU DOO
XQREVHUYDEOH FKDUDFWHULVWLFV RI WKH60(V DQG WKXVDOVR UHGXFH WKH SRVVLEOH VHOHFWLRQ
ELDVVHH'MDQNRYDQG0XUUHO7KLVFRQILUPVWKHSUHYLRXVILQGLQJV,QSDUWLFXODU
WKHFRHIILFLHQW IRU EDQN ORDQV LV QR ORQJHU VLJQLILFDQW DOWKRXJK LW UHWDLQV WKHSRVLWLYH
VLJQ ZKLOH DOO RWKHU GHWHUPLQDQWV RI GHIDXOWV UHPDLQ XQFKDQJHG ,W VHHPV WKDW
XQREVHUYDEOH ILUPVSHFLILF IDFWRUV WR D ODUJH H[WHQW H[SODLQ WKH UHODWLRQVKLS EHWZHHQ
EDQNORDQVDQGGHIDXOWVRIWKH60(V+RZHYHUGHIDXOWUDWHVRIODUJHORDQVDUHDOVRVWLOO
SRVLWLYHO\UHODWHGWREDQNORDQVDOVRZKHQZHLQFOXGHILUPVSHFLILFHIIHFWVVSHFLILFDWLRQ
37KXVLWVHHPVWKDWKLJKLQGHEWHGQHVVLVRIFUXFLDOLPSRUWDQFHIRUGHIDXOWV7KLV
UHVXOW LV FRQVLVWHQWZLWK WKH DJHQF\ WKHRU\ WKDW LQFHQWLYHV GHWHULRUDWH LQPRUH KLJKO\
LQGHEWHGILUPV
:HLQFOXGHGVHFWRUDOHIIHFWVWRVHOHFWHGVSHFLILFDWLRQVRILQRUGHUWRFRYHUIRU
SRVVLEOHGLIIHUHQFHVEHWZHHQWKHHFRQRPLFVHFWRUV2QWKHRQHKDQGVXFKGLIIHUHQFHV
FDQEHGULYHQE\ WKHGLIIHUHQWQDWXUHRI WKHEXVLQHVV2Q WKHRWKHUKDQGDEDQNPD\
VSHFLDOL]HRQSDUWLFXODUVHFWRUV,QIDFWRQHWKLUGRIWKHFUHGLWFDVHVDQDO\]HGLVJLYHQWR
WKH60(VDFWLYHLQWKHLQGXVWULDOVHFWRUZKLOHGHOD5RFKDUHSRUWVWKDWDERXW
SHUFHQWRIILUPVDUHUHJLVWHUHGLQLQGXVWU\7KHGLIIHUHQFHLVHYHQODUJHUIRUDJULFXOWXUH
ZKLFKUHFHLYHGDERXWRQHTXDUWHURIDOOFUHGLWVDQDO\]HGKHUHDOWKRXJKLWUHSUHVHQWVOHVV

WKDQVL[SHUFHQWRI6ORYDNILUPVDFFRUGLQJWRGHOD5RFKD,QWXUQUHWDLOWUDGH
DQG RWKHU VHUYLFHVPLJKW UHFHLYH OHVV FUHGLW WKDQ LV WKHLU VKDUH LQ WKH HFRQRP\ WKUHH
TXDUWHUVRIDOO UHJLVWHUHGILUPVDJDLQVWDERXWRQH WKLUGRI WKHFUHGLWV+RZHYHU WKRVH
GLIIHUHQFHV FDQ EH FDXVHG DOVR E\ WKH KLJKHU QHHG IRU WKH H[WHUQDO ILQDQFLDO IXQGV LQ
VHFWRUVZLWKKLJKIL[HGDVVHWV
)LJXUHVKRZVWKHHVWLPDWHGVHFWRUDOHIIHFWVIRUWKHRQHGLJLW1$&(LQGXVWULHV
DFFRUGLQJWRVHOHFWHGVSHFLILFDWLRQVVHH7DEOHFROXPQV333DQG3RI
,QGXVWULDO 60(V DV WKH ODUJHVW FDWHJRU\ ZHUH VHOHFWHG DV WKH EDVH VHFWRU IRU
FRPSDULVRQV)RURXUEDVHSURELWVSHFLILFDWLRQVHHFROXPQ3LQ7DEOHWKHHVWLPDWHG
HIIHFWV FRQILUP DSSUR[LPDWHO\ HTXDO GHIDXOW SUREDELOLWLHV EHWZHHQ WKH VHFWRUV
1HYHUWKHOHVVUHWDLO WUDGHVHHPVWREHPRUHVHFXUHWKDQLQGXVWU\ZKLOHZHILQGKLJKHU
VHFWRUDOGHIDXOWSUREDELOLWLHVIRUDJULFXOWXUHFRQVWUXFWLRQDQGRWKHUVHUYLFHV
+RZHYHU WKHSLFWXUH FKDQJHV LIZHFRQVLGHURQO\ ODUJH ORDQV)LJXUHVKRZV
WKDWODUJHORDQVLQDJULFXOWXUHKDYHPXFKKLJKHUGHIDXOWSUREDELOLWLHVWKDQLQDQ\RWKHU
VHFWRUVLQ6ORYDNLD7KLVDGYHUVHHIIHFWLQDJULFXOWXUHLVDOVRFRQILUPHGE\SDQHOSURELW
HVWLPDWLRQIRU ODUJH ORDQV,QWXUQ WKHHVWLPDWHGHIIHFWVIRU WKHUHPDLQLQJVHFWRUVDOVR
UHPDLQVWDEOHIRUGLIIHUHQWFUHGLWVL]HDQGSDQHOHVWLPDWLRQV
)LJXUH(VWLPDWHG6HFWRUDO(IIHFWVIRU6HOHFWHG6SHFLILFDWLRQV
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 6HH 7DEOH  VSHFLILFDWLRQV 3 3 3 DQG 3 IRU GHWDLOV RQ WKH RWKHU H[SODQDWRU\ YDULDEOHV
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PDUNHWLQ6ORYDNLD2QDYHUDJHRQO\SHUFHQWRIWKH60(VGHIDXOWHGRQWKHLUORDQV
EHWZHHQ -DQXDU\DQG -XQHZKLFK LVJHQHUDOO\ FRPSDUDEOHZLWKGHYHORSHG
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2XU UHVXOWV DUH VRPHZKDW DPELJXRXV ZLWK UHJDUG WR WKH UHODWLRQVKLS EHWZHHQ
LQGHEWHGQHVVDQGGHIDXOW$OWKRXJK WKHUH LVDSRVLWLYHFRUUHODWLRQEHWZHHQ WKHGHIDXOW
SUREDELOLWLHVDQGLQGHEWHGQHVVZHVKRZWKDWWKLVLVQRWVWDWLVWLFDOO\UREXVWIRUWKHZKROH
VDPSOHLIWKHSRVVLEOHVHOHFWLRQELDVLVWUHDWHGE\WKHLQFOXGLQJLQGXVWU\DQGOHJDOIRUP
HIIHFWV DV ZHOO DV ILUPVSHFLILF HIIHFWV IRU LQGLYLGXDO FRPSDQLHV ,Q FRQWUDVW IRU WKH
ILUPVZLWKDERYHDYHUDJH LQGHEWHGQHVVZH ILQG WKDW WKH SRVLWLYH UHODWLRQVKLSEHWZHHQ
GHIDXOW SUREDELOLWLHV DQGKLJKHU LQGHEWHGQHVV LV VLJQLILFDQW7KLV LPSOLHV WKDW WKH GHEW
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WKH60(VKDVEHHQUHODWLYHO\VWDEOHLQ6ORYDNLD1HYHUWKHOHVVRXUUHVXOWVLQGLFDWHWKDW
WKHULVNRIOHQGLQJWR60(VLVFRPSDUDEOHWRWKRVHLQ:HVWHUQPDUNHWVEXWZHDOVRILQG
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FDVH HVSHFLDOO\ LI ORDQ JURZWK LV DFKLHYHG PDLQO\ E\ ODUJHU FUHGLWV WR ERWK QHZ RU
LQFXPEHQWFXVWRPHUV
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